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MEMORANDUM FOR: Deputy Director for Support
SUBJECT : Retirement
REFERENCE : Your memo, DD/S 68-1664, dtd 1 April 68

In response to your request for reaction to the Retirement Rationale
letter and the CIA Reserve Corps proposal, I submit the following:

a. Retirement Rationale: I have no substantive comments and feel
the statement as given adequately defines our retirement rationale.

b. CIA Reserve Corps: I do not want to appear disinterested or
passive to the proposal, but I should like to make clear that retirement
problems within DD/S&T are so few I do not feel I should exercise any strong
options for or against the reserve corps concept. Certainly credit should
be given to those who have come up with this rather unique approach to the
broad retirement problems of the Agency. I do feel, however, the organiza-
tion of a reserve corps satisfies the desires of a few who feel a supple-
mentary compensation from the Agency is necessary. I would think that the
large majority of Agency annuitants would gladly return to serve if asked,
and emphasis would then be placed on the need for the individual rather
than satisfying the compensation needs of all annuitants.

Again, I should like to make clear that if from the point of
view of the total Agency such a reserve corps makes sense, I would not
oppose it.

carl k. DucketTt
Deputy Director
for
Science and Technology
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MEMORANDUM FOR: Deputy Director for Support 37‘%““§
SUBJECT ¢ Comments on Retirement Rationale and
Reserve Corps
REFERENCE :  Your memorandum, dated 1 April 1968

(DDS 68-1664)

1. After reviewing the paper on retirement rationale
attached to your memorandum, I still feel that it does
not meet the needs of this Directorate. Specifically,
the last paragraph is too restrictive. It explicitly
states that the number of extensions beyond age 60 will
be "limited" and that such extensions will "be approved

on an individual case basis to meet demonstrated Agency
needs."

2. As I have tried to emphasize in our discussions,
this Directorate has a large number of professionals
engaged in activities very similar to those performed
outside the Agency in academic institutions, research
organizatiéns, industry, and non-intelligence departments
of Government. It is the custom, and these professionals
have come to expect, that they will be permitted to con-
tinue employment beyond age 60. Furthermore, most of
these professionals will be capable of carrying out their
aassigned duties at a high level of performance beyond
age 80; to some extent their energies may decline, but
the Agency would usually be more than compensated by
their retention because of their accumulated knowledge,
experience, maturity, and judgment.

3. On this basis I recommend that the last sentence

of the paper on retirement rationale be rewritten as
follows:
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Since it is recognized that some employees

in certain types of service may continue
their peak of service productivity beyond

age 60, a limited number of extensions in
service will be approved to meet demonstrated
Agency needs.

This would give us freedom to grant extensions fairly e
routinely to those highly qualified professionals we can wf“ﬂﬁ,
really use in the production offices. I presume that 1
over time such professionals would come to anticipate con~

tinued CIA employment to age 62 in the absence of some

clear indication to the contrary,

4. VWith respect to the CIA Reserve Corps, there
are several points which I think need clarification.
Although the paper does not make a distinction between
clerical and professional employees, I presume that it
applies to professionals only and should so state.
Secondly, the paper does not state what duties the
reservist must perform for hisg compensation. Are his
omly obligations being available, being physically fit,
and maintaining his security? Finally, although the
direct costs of from $3.5 to more than $5 million are
presented, there is no discussion of the problems and
additional costs involved in administering the proposed
program. I can foresee the need for additional personnel
to manage the program and to maintain the medical and
security status of the reservists. Furthermore, negotia-
tions with reserviets regarding renewals could be almost
as difficult and time consuming as those involved in
working out retirements. It is not that I have rejected
the reserve corps out of hand; rather, I believe it needs
more consideration than is reflected in the papers.

5. I am prepared to discuss any of these matters
vith you at your convenience.

sy
R. J. SMITH
Deputy Director for Intelligence
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- 9 APR 1368

TO: Director of Personnel

I believe the last paragraph of the current retirement rationale
contains a statement that may be difficult to live with if we must, as
I think we will, eventually go to the BOB and Congressional Committees:

"it is the Agency's considered Judgment that by age
60 most employees have passed the peak of their productive
years and energies"

Possibly something along the following lines would more accurately present
our rationale:

The primary objective of the Agency's retirement policy
is to make a positive contribution to that pursuit of excellence
which is the fundamental purpose of our personnel system. To
make such a contribution, a retirement system must provide for
the removal in an orderly and humane fashion, those who for a
variety of reasons have become unable, after years of service,
to do the current job at the high standards required by the
Agency. Otherwise, the whole flow of promotion and succession
to which recruitment, training, and the assignment of younger
people is geared will be blocked and the most vigorous and
productive individuals, finding themselves stalemated, will
leave the service or never be persuaded to enter in the first

place. Therefore, it is Agency policy . . . etc.
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3 April 1968

MEMORANDUM FOR: Deputy Director for Support
SUBJECT: CIA Reserve Corps

REFERENCE: Your Memo of 1 April 1968

1. I think there is much merit in the CIA Reserve Corps
proposal. It will not solve all our problems, but it will contribute
to the solution of some of them. I welcome it as one additional tool
in our effort to deal with some of our manpower difficulties. It
should not preclude the fullest consideration of additional approaches
to the problem.

2. With respect to the proposal itself I have one or two thoughts
I should like to share with you. If the Reserve Corps idea is to operate
at all as a partial inducement to early retirement, I believe it should
apply only to persons seeking retirement prior to age 55 years and
1 month. (The DCI should have the authority to grant exceptions to
this maximum age requirement.) Under this formula, the Civil Service
System prospective retiree who has 30 years service at age 55 would
have the additional month in which to opt for the Reserve Corps and
thus have the benefit of it for the next three years. I make this obser-
vation because I think the plan will help us more if we set an earlier
maximum age. If we leave the maximums as suggested in the paper,
it would not be as much of an assist to a solution to our basic problem,
The occasional compassionate case could Presumably be handled as
a DCI exception.

3. As it now is formulated in the paper, there seems to be an
unjustified discrimination as between members of the two systems.
Perhaps my formula perpetuates that discrimination in reverse, In
any case, I should imagine that we can accommodate and compensate

P 6o 1
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for the differences between the two systems and at the same time not
set such a high maximum age for participation, so that we can have the
incentive benefit toward early retirement operative in both categories.

4, My second comment has to do with the examples set forth in
the formulae under Tab 1 of your paper. I note here that in the first
column, the first year 80% compensation would exceed the annuity by
a substantial sum of money. I think 80% is a proper first year percent-
age figure but I think it should be set in such a way that it does not
exceed the annuity. Perhaps it should be stated as '"80% up to the
amount of the annuity." With respect to the second and third years,
my recommendations would be 50 and 20%.

5. We will need to give thought to the terms under which we would
rehire a reservist as an employee or in a contract status. Certain
formulae should be worked out for this too so that the whole system
hangs together without glaring inequities or inconsistencies. I assume
that upon the recall of a reservist, his status as a reservist under this
program ceases and he then receives only his annuity plus a salary.
Thought must then be given to whether or not he can look forward to
reachieving reservist status. I should imagine not. Perhaps he re-
achieves it if we have recalled him for a relatively short period of
time and for less than the three year reserve period. These are some
of the questions that occurred to me as I studied your paper.

25X1

Tho?ras/H./K/ar amessines
Deptity Director for Plans

CPRDEY
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01 APR 1968

MENMORANDUM FOR: Executive Director-Comptroller
Deputy Director for Intelligence
Deputy Director for Plans
Deputy Director for Science and Techmology
General Counsel
Inspecter General
Legislative Counsel

. Attached for your comsideration is a packet representing & new eifort
to resslve our retirement problems,

a, Retiremient Rationale: The sttached draft oa the retirement
rationale has taken into consideration comments of the Deputy Directors.
A provision has been made to permit certain employees to continue
in service beyond age 60, This was specifically tailored to respond
to the position taken by the DD/1 aad at the same time would secve
¢e answor some of the spacial problems with Wage Board type enployees.

b. ClA Reserve Corps: This preposal represeats a new appioach
to the basie problem. It offers solutions to a2 number of the 1ssues
we have discussed, The Gemersl Counsel has this paper under con-
sidecation. On first review, the General Counsel advises that this
might possibly be accomplished without legislation but obviously would
‘have to be coordinated with the BaB and our Congressional comiuittees,
The compeasation formula was arbitrarily selected to effer a comnarative
exaraple. It could, of course, be any percentage agreed upon,

¢. Attached are general estirates of the cost of supplemental
compensation for the Reserve Corps. The cost figures will, of course,
vary according to the formuls,

Your reaction to these propesals would be appreciated,

ILLEGIB
SIGNED R. L. Bannermay

DD/S Internal Distribution: . R, L. Bemaernuan
25X1 1 ea.to Messrs. Coffey,| |and Depety Director
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RETIREMENT RATIONALE

The production of intelligence for the national security is a highly
specialized function. It is the acquisition of intelligence information from
all possible sources and preparation therefrom of timely reports and informed
estimates for the policy officials of Government. The spectrum of reported
information concerns that infinite variety of subjects and situations that may
have a bearing on the welfare and the national security of the United States.
The accomplishment of this function requires the U. S. intelligence system
to operate on a continuous basis and to be specifically structured to respond
to the critical pressures of time and crisis situations on a world-wide basis.
In carrying out its mission of collecting, processing and producing
national intelligence, the Agency's principal assets are the technical skills,
intellectual discipline, vocational competence and the selfless devotion of
its personnel. The quality of the intelligence product is characterized by the
maturity, discretion and expert judgment of these employees whose competence
is enhanced by specialized training and experience gained through years of
professional intelligence activities,

To maintain this level of professionalism of its personnel, the Agency

___directs a recruitment and selection program which seeks to replenish its

staff with individuals of the highest qualifications to be found in today's competitive
EVES Gy -
CONFORNTIAL el
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manpower world. Additional to the high intellectual attainments, it seeks
individuals with imagination, flexibility, stamina and judgment who, through
appropriate training and career development, provide the continuous infusion
of new energies, skills and prevailing "state of the art" knowledge in technical
and intellectual disciplines,

The demanding and dynamic nature of the Agency's world-wide intelli-
gence program requires the fullest utilization of these employee talents during
their most productive years. At the same time Agency personnel anticipate
and expect that their competence and aspirations will be rewarded by promotion
and advancement to positions and activities of greater responsibility and
authority. To accomplish these dual objectives Agency management must
require that those employees who cannot continue to cope with its demanding
requirements :or who have passed their most productive years should make
room for personnel with new skills and greater energies, It is only through
a program of timely retirement and replacement that the objectives and mission
of the Agency can be achieved,

In 1959 it was decided that normal attritition through resignation,
death and retirement was not adequate to meet these replacement objectives,
A policy was established that employees should retire when first entitled to
an unreduced annuity. That policy has evolved through subsequent changes
in the law to retirement at age 60 with 20 years of creditable service for

employees under the Civil Service Retirement System, In a further effort

EYES GV —
GONFIDERTIAL ﬁm —
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to achieve these objectives, the Agency in 1964 proposed and there was established
the CIA Retirement System whereby those employees engaged in the demanding
and specialized field of overseas clandestine intelligence operations and support
thereto must retire at age 60. Therefore, the Agency is operating under two
retirement systems, one devised to meet the retirement program of Government
as a whole and the other devised to meet the Agency's special needs for personnel
in the field of overseas clandestine intelligence operations, An additional
factor is that there is a wide variety of skills and occupations represented
in the total Agency population.

While there are differences in the multiplicity of Agency employee
occupations as to the demands and stresses of service in intelligence, it is
the Agency's considered judgment that by age 60 most employees have passed
the peak of their productive years and energies, Therefore, it is Agency
policy that employees under both the Civil Service Retirement System and
the CIA Retirement System must retire at age 60, Since it is recognized
that a few individual employees in certain types of service may continue their
peak of service productivity for a limited period beyond age 60, a limited
number of extensions in service will be approved on an individual case basis

to meet demonstrated Agency needs.

eVES ORLY
GO FNENTIAL
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CIA RESERVE CORPS

The Agency has need of a system whereby optional retirements and
required retirements under both the Civil Service Retirement System (CSRS)
and the Central Intelligence Agency Retirement System (CIARS) are in harmony
with the Agency's management needs and the individual's personal welfare.
These objectives would be obtained to some degree with the creation of a
CIA Reserve Corps in which the retired employee would serve in a reserve
capacity and would receive supplementary compensation to his amuity for
a three-year period,

In brief, the proposal would incorporate these two features:

a. Create a CIA Active Reserve in which retired annuitants
would serve not more than three years. To qualify, the reservists
must obligate themselves to return to duty in the Agency if asked to
do so. The obligation should be renewed at least every six months
during the three-year period. Failure to renew the obligation automatically
disqualifies the individual from the program.

b. Supplementary Compensation: The reservist would receive
supplementary compensation under a predetermined formula of a
percentage of the difference between his former salary and the annuity

he receives upon retirement. A formula could be structured on the

following: Ey pw ,x] \\j
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NI s

'ﬁﬁ%r\pr&ﬁr\mr\ , iﬂclsdeu iz m‘ rEU .“:n
Approved For ReIeé%%@@é&fcsﬂgjﬁﬁ%IA-RDPM 783#25%)"2400020019 6




il |
Approved For Release@mﬂ(ﬁdm\d@ DP84-00780R002400020019-6

EVES QHLY

lst year 2nd year 3rd year
a. 80% 40% 20%
b. 80% 60% 40%
c. 60% 40% 20%

The minimum age for participation in the Reserve would be when the
employee is first entitled to an unreduced annuity--in the CIARS at
age 50 and in the CSRS at age 55. The maximum age for participation
in the Reserve would be:

a. Age 60 for retirees in the CIARS

b. Age 63 for retirees in the CSRS
The basis for this proposal is as follows:

a. CIA has a need to maintain a reserve of personnel trained
and experienced in Agency methodology, who would be available for
immediate duty in the event of a national emergency or a requirement
for an abrupt increase in the skills found in any particular field of
Agency occupations. Prompt availability would require continuance
of medical and security clearance status and an obligation upon the
reservist to accept recall either as an employee or in a contract status,
This will ensure a viable reserve corps together with an incentive
to participate in a reserve program,

b. Supplementary compensation over the annuity to serve in
the reserve corps will enable the (retiree) reservist to more equitably

adjust to his retirement status and offset the sharply reduced living

eViS DLV
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income. Further it will permit the employee time to seek and adjust
to a second career or full retirement status. The downward scaling
of the supplementary compensation would be consistent with the declin~
ing usefulness of the individual's skills after retirement from the
Agency.,
C. The opportunity for employees to avail themselves of

early retirement at an unreduced annuity and serve in the CIA reserve
corps for not more than three years should be rather attractive to
those employees seeking a second career but whose skills would still
be useful to the Agency until they have established that second career.
Any reservist who finds other employment which he does not wish to
jeopardize or for other reasons does not wish to be recalled, of course,
cancels his reserve status. The age limit of 60 for participation in
the reserve for those in the CIARS is consistent with the argumentation
presented by CIA to the Congress justifying retirement as early as
age 50 and the granting of a more favorable annuity formula, The age
limit of 63 for service in the reserve corps by employees under the
CSRS is generally consistent with the broad nature of their Agency
duties and the fact that Civil Service retirees suffer a 3,75% reduction

in annuity as compared with the CIA retirees.

PYES GRY
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COSTS - SUPPLEMENTAL COMPENSATION - CIA RESERVE CORPS

At Tab 1 are examples of alternative supplemental compensation pay-
ments to six employees who are actually planning retirement in FY 1969.
Grades and steps are shown. The pay rates listed as terminal salaries are
based on the proposed July 1968 pay schedule recently announced by the Civil
Service Commission. The estimated annuities are reasonably accurate and
are based on actual creditable service.

At Tab 2 are various calculations relating to the projected costs of a
supplemental compensation system beginning FY 1969, The projections are
based on a total of 212 employees scheduled to retire under the Civil Service
Retirement Act in FY 1969 and 122 employees eligible in FY 1969 to retire
at ages 56, 57, 58, and 59 under the CIA Retirement System. These pro-
jections do not include employees eligible to apply for voluntary retirement
under the 55-30 option of the Civil Service Retirement Act or those employees
under age 56 who may be eligible for voluntary retirement under the CIA Re-
tirement System. In preparing these projections, the salary shown as terminal
salary is based on the July 1968 proposed pay schedule. Annuities are rough,
"ball-park', estimates based on a review of selected cases and past experience.

At Tab 3 is a summary of costs for both retirement systems based .on
the information reported in Tab 2.
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CIA SYSTEM Eygg gg‘gé.y CSC SYSTEM

GS-06/9% GS-12/9  GS-17/3 GS-02/9  GS-12/9  GS-17/3

Terminal Salary $8,010 $15, 422 $28, 000 $8, 845 $15, 422 $28, 000
Annuity $3, 037 $ 8,443 $13, 300 $4, 258 $ 6,005 $12, 380
Difference $4, 973 $ 6,979 $14, 700 $4, 587 $ 9,417 $15, 620

Supplemental compen-
sation alternatives
applied to difference

(1) 80% 1st year $12,496
40% 2nd year 6, 248
20% 3rd year 3,124

80% 1st year $12,496
60% — 2nd year 9,372
40% 3rd year 6,248

60% — lst year $ 9,372
40% 2nd year 6,248
20% ~ 3rd year 3,124

*No GS-07 is scheduled to retire under the CIA System
in FY 1969. This is the closest available.

:‘%%-00780R00240002001 9-6
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PROJECTED COSTS - SUPPLEMENTAL COMPENSATION

Civil Service Retirement System

Number Eligible 212

Average Salary $14, 064
Average Annuity _ $ 6,000
Difference $ 8,064

Supplemental compensation
alternatives applied to

difference

a. 80% — lst year $1,367,612
40% — 2nd year 683, 700
20% ~— 3rd year 341, 744
Total $2,393,056

b. 80% — lst year $1, 367,612
60% = 2nd year 1,025, 656
40% - 3rd year 683,700
Total $3, 076, 968

c. 60% — lst year $1, 025, 656
40% — 2nd year 683, 700
20% — 3rd year 341, 744
Total $2,051,100
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PROJECTED COSTS - SUPPLEMENTAL COMPENSATION

CIA Retirement System

Age 56 57 58 59
Number Eligible 31 35 30 26
Average Salary $ 18,046 $ 18,125 $ 19,809 $ 18,804
Average Annuity $ 7,000 $ 7,000 $ 7,000 $ 7,000
Difference $ 11,046 $ 11,125 $ 12,809 $11, 804
Supplemental compen-
sation alternatives
applied to difference Total
a. 80% $273, 916 $311, 500 $307,410 $245,518 $1, 138, 344
40% 136, 958 155,750 153,690 446, 398
20% 68,479 77,875 146, 354
Total $479, 353 $545,125 $461,100 $245, 518 $1,731, 096
b. 80% $273, 916 $311, 500 $307,410 $245,518 $1,138, 344
60% 205,437 233,625 230,550 669,612
40% 136, 958 155,750 292,708
Total $616, 311 $700, 875 $537, 960 $245,518 $2,100, 664
c. 60% $205, 437 $233, 625 $230, 550 $184, 132 $ 853,744
40% 136, 958 155,750 153,690 446,398
20% 68,479 77,875 146, 354
Total $410, 874 $467, 250 $384, 240 $184,132 $1, 446,496
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SUMMARY

CS SYSTEM CIA SYSTEM TOTAL

Number Eligible 212 122 334

Supplemental Compensation
Alternatives
1
lst year — 80% $1,367,612 $1,l38,344—-/ $2, 505, 956
2nd year — 40% 683, 700 446, 398%-/ 1,130,098
3rd year — 20% 341,744 146, 354~ 488, 098
Total $2, 393, 056 $1,731,096 $4,124,152
1st year - 80% $1,367, 612 $1, 138, 344%; $2, 505, 956
2nd year — 60% 1,025, 656 669, 612= 1,695, 268
3rd year — 40% 683, 700 292, 708—3—/ 976,408
Total $3,076, 968 $2,100, 664 $5,177,632
/

1st year — 60% $1, 025, 656 $ 853, 744'1'/ $1, 879, 400
2nd year — 40% 683,700 446, 3983/ 1,130,098
3rd year — 20% 341,744 146, 3542 488, 098
Total $2,051, 100 $1,446,496 $3, 497,596

l/Includes ages 56 through 59 since all qualify for 1st year payment.
_‘?'_/Includes ages 56 through 58 since only these qualify for 2nd payment.
é/lncludes ages 56 and 57 since only these qualify for 3rd year payment.
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4 April 1968

MEMORANDUM FOR: Deputy Director for Support

Bob:

I have suggested a few changes in the wording of the
Retirement Rationale. Beyond these changes, I would go along
with any sentiment which favors getting at the heart of the matter
sooner and being more candid about our actual objectives., In
order to be the kind of service we wish to be, we must be able
both to promote people and to keep the average age of the service
down. These two facts should be stated in the first paragraph.

With regard to the CIA Reserve Corps, I am concerned
that beyond the cost to the Agency in added compensation you
would have a cumbersome apparatus to administer and a vulnerable
proposition to defend. It is just almost inconceivable to me that
any but the tiniest percentage of reservists would be recalled
to duty over a period, say, of ten years. If you were to charge
total costs of the program against the number of man-years that
the reservists actually serve the Government you would end up
with the costliest form of employment conceivable., Furthermore,
the kind of person you would be likely to recall is not the kind of
person you wish to separate at an early date.

I realize that the foregoing considerations are of little
relevance if our main concern is to stimulat e early retirement,
If that is indeed what we are trying to do, do we need such an
elaborate fiction as that provided by the Reserve Corps concept?
Is it not possible to pay some sort of bonus to people who retire
early? We are told that State is exploring some such system.

STAT

Gordon M, Stewart
Inspector General
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RETIREMENT RATIONALE

Suggested wording of 2nd, 3rd, and 4th paragraphs. GMStewart

In carrying out its mission of collecting, processing and
producing national intelligence, the Central Intelligence Agency's
principal assets are the technical skills, intellectual discipline,
vocational competence and the sense of duty of its personnel. The
quality of the intelligence product is assured by the maturity,
skill and sound judgment of these employees.

To maintain this level of professionalism, the Agency
conducts a recruitment and selection program which provides
men and women of the highest qua.lificati_ons to be found in today's
competitive manpower world. In particular, it seeks individuals
with imagination, flexibility, and stamina. By follow-on
training and career development, it seeks to keep the staff
adaptable and forward-moving.

The demanding and dynamic nature of the Agency's
world-wide intelligence program requires the fullest utilization
of these employee talents during their most productive years.

At the same time the most capable staff employees have a right

to expect that their work will be rewarded by promotion and the
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assignment of greater responsibility., To accomplish these dual
objectives Agency management must require that those employees
who cannot continue to cope with its demanding requirements

or who have passed their most productive years make room for
personnel with new skills and greater energies. It is only
through a program of fostering the advancement of the able,

made possible by timely retirement, that the objectives and

mission of the Agency can be achieved.
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